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IBRD Loan to Austria 


The International Bank for Reconstruction and Devel- 
opment announced on July 19 its first loan to Austria. 
The loan will be in European currencies, expected to be 
Italian lire and Swiss francs. It will help to finance the 
Reisseck-Kreuzeck hydroelectric power project being con- 
structed in southern Austria, which will make more power 
available to industries and will enable Austria to increase 
power exports to Italy. Construction of the project was 
started in 1947, and its completion is expected at the end 
of 1958. The project represents an important step in the 
realization of Austria’s large hydroelectric potential, 
which is one of the chief natural resources remaining to 
be fully developed in Europe. 

The Bank expects that about half the loan will be dis- 
bursed in Italian lire and about half in Swiss francs. 
Approximately 3,750 million Italian lire will be pro- 
vided out of Italy’s subscription to the capital of the 
Bank. Some Sw fr 26 million required to cover the bal- 
ance of the loan will be drawn from the proceeds of the 
Bank’s sales of its bonds in Switzerland (see this News 
Survey, Vol. VI, p. 294). 

The coborrowers are the Draukraftwerke (Drau River 
Power Company) and the Verbundgesellschaft (Austrian 
Electric Power Corporation), the government-owned com- 
pany which, as part of the national power network, 
controls the operations of the Draukraftwerke. The 


Verbundgesellschaft system serves seven of Austria’s nine 
provinces, and the companies it controls supply about two 
fifths of the public power consumed in Austria. The area 
served includes Vienna and most of Austria’s industrial 
centers. 

The total cost of the project is estimated at 898.7 mil- 
lion schillings (US$34.5 million) , of which the equivalent 
of $9.8 million had been spent at the end of 1953. The 
Bank’s loan will provide the equivalent of $12 million of 
the funds required to complete the project; the remaining 
$12.7 million will come partly from the funds of the 
Draukraftwerke and partly from the shareholders (the 
Federal Government, the provinces of Carinthia, Styria, 
and Lower Austria, and the city of Vienna). 

The loan is for 25 years, with interest at 434 per cent 
per annum, including the statutory 1 per cent commission 
charged by the Bank. Amortization will begin 
July 15, 1959. The loan is guaranteed by the Government 
of Austria. It will also be secured by a mortgage on the 
Reisseck-Kreuzeck properties, and by an assignment to 
the Bank of the Verbundgesellschaft’s rights to payments 
from the two Italian power companies which have con- 
tracted to buy power from the Verbundgesellschaft. 
Source: International Bank for Reconstruction and 

Development, Press Release, Washington, D. C., 
July 19, 1954. 


IRBD Bond Issue in the United Kingdom 


The London banking firm of Baring Brothers & Co., 
Limited, announced on July 15 the preparation of an 
issue of 20-year sterling bonds of the International Bank 
for Reconstruction and Development. The firm an- 
nounced that underwriting has begun “in connection with 
an issue of £5 million 314 per cent Stock, 1969/74, to be 
made by the International Bank. . . . The Stock is to 
be acquired by Baring Brothers & Co., Limited, Hambros 
Bank Limited, Lazard Brothers & Co., Limited, Morgan 
Grenfell & Co. Limited, N. M. Rothschild & Sons and 
J. Henry Schroder & Co. and to be offered by them for 
sale to the public. It is intended to publish the offer for 
sale on Monday, July 19, and to open and close the list 
of applications on Wednesday, July 21. It is expected 


that the price at which the Stock will be offered will be 
98 per cent.” 

This is the second issue of the International Bank’s 
bonds in the United Kingdom. The first consisted of 
£5 million 344 per cent 20-year bonds, and was offered 
to the public in May 1951 by the same syndicate of 
London banking firms that is buying the present issue. 

This is the twelfth issue of bonds sold by the Bank for 
currencies other than U.S. dollars. The principal amount 
of these sales is equivalent to about US$144 million. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, D. C., 
July 15, 1954. 


Ministerial Conference on Convertibility Problems 


The ministerial group, appointed by the Council of 
the OEEC to report on the problems that will arise if a 
number of member countries establish convertibility, held 


its first meeting in London on July 15 and 16 under the 
chairmanship of the U.K. Chancellor of the Exchequer, 
Mr. Butler. The Ministers considered the problems 
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associated with convertibility under the three headings of 
trade, payments, and organization. They agreed on 
certain principles and, having referred these to their 
deputies for further study, will meet again in the autumn 
to review progress. The group has been instructed by 
the OEEC Council to report by November 1. The steps 
that might be taken toward convertibility were studied 
but, according to Mr. Butler, not all of the many condi- 
tions necessary had yet been fulfilled and no country 
would be committed to precipitate action. 

Mr. Butler later stated that the convertibility of sterling 
envisaged in the Commonwealth plan involved eventually 
making convertible all sterling acquired by nonresidents 
of the sterling area, but a date for this operation had not 
been discussed, and the freeing of capital movements had 
not been considered. The question discussed was that of 
moving from the compartmental system of EPU and 
OEEC to a wider system of trade and payments. The 
United Kingdom was trying to ensure that the principle 
of relaxing controls by degrees, which was already being 
applied in the Commonwealth, should also be adopted in 
Europe. The Ministers agreed that, in moving into a 
period of free trade and currency convertibility, member 
countries should move toward nondiscrimination in im- 
ports, especially those from the dollar area. The speed of 
such advance would depend on action taken within the 
dollar area as well as on European balance of payments 
developments. Considerable progress was made in the 
discussion of future credit supplies. The need for adequate 
credit facilities was agreed; it is also important that in 
Europe there should be a source of credit available to all 
members whether their currencies are convertible or not. 
All members should participate in building up such a 
fund. The International Monetary Fund was recognized 


Wheat Supplies and Exports 


Supplies of wheat remaining for export and for carry- 
over in the four major wheat export countries totaled 
about 1,725 million bushels on June 1, about 40 per cent 
larger than a year ago. Estimated supplies in Canada were 
34 per cent above those a year earlier, while those of the 
United States and Australia were 53 per cent and 68 per 
cent greater, respectively, and Argentine supplies were 
18 per cent smaller. To some extent these differences 
are accounted for by changes in the volume of wheat and 
wheat flour exported: in the ten-month period, August- 
May, Canadian exports were 30 per cent smaller than a 
year earlier, while U.S. and Australian exports declined 
about 38 per cent and those from Argentina rose sharply 
(390 per cent) from a very low level. Preliminary data 
for other countries indicate that exports during the cur- 
rent season are remaining ahead of those a year ago. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, July 12, 1954. 
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to be the principal source of credit, and it was agreed that 
each member should make its own approach to the Fund. 
Replying to questions, Mr. Butler explained that the U.S. 
representatives who attended the conference as observers 
were of the greatest possible help. He had no doubt that 
they would wish to see U.S. policies develop in as liberal 
a way as possible, following the report of the Randall 
Commission, but a great deal remained to be done before 
conditions would be satisfactory. 


Commenting on these statements, The Times notes that 
the discussions were harmonious, effective, and accom- 
plished a great deal, partly because they concentrated 
on the necessary and possible rather than the ideal, and 
partly owing to intensive preparatory work by the 
Ministers’ deputies. Progress was concentrated on the 
first two topics—trade and payments—since solutions to 
the third group of problems, those relating to organiza- 
tion, depend on the first two. Real progress in trade 
matters is possible if it has not already been achieved: 
European trade liberalization must be preserved and dis- 
crimination within Europe foresworn; bilateral trade 
agreements will not be used during the transitional 
period; and the removal of discrimination against dollar 
imports will accompany convertibility. Meanwhile the 
deputies will study methods of helping inconvertible 
countries to avoid discrimination against convertible 
countries. The establishment of an efficient payments 
system after convertibility depends mainly on the credit 
system devised. Details of the proposed European fund 
remain to be worked out. Meanwhile the International 
Monetary Fund will clearly be expected to play a more 
active part than hitherto in extending credit. 


Source: The Times, London, England, July 17, 1954. 


Europe 


EPU Settlements for June 


The June EPU settlements showed a further tendency 
toward a more balanced position. The total of surpluses 
was 68.2 million units (1 unit of account = US$1), 
compared with 88.9 million units in May and 139.4 mil- 
lion units in April. Moreover, the total included semi- 
annual interest payments on outstanding balances: EPU 
paid 18.0 million units of interest to creditor countries 
and received 16.6 million units from debtor countries. 


The U.K. June surplus of 8.3 million units was con- 
siderably smaller than the May surplus of 30.5 million. 
Germany’s surplus of 36.1 million units, which included 
7.4 million units of interest, was a little lower than the 
May surplus. In both cases, settlement was effected 
50 per cent in gold and 50 per cent in credit. Switzerland’s 
surplus increased to 13.8 million units, from 4.6 million 
in May, and the Austrian surplus of 9.6 million units 
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was also higher than that of May. Turkey had a surplus 
of 0.4 million units in June, after a long series of monthly 
deficits. 


Belgium had a deficit of 6.4 million units, against a 
May deficit of 27.0 million units. Since there was an 
installment payment of 10 million units due to Belgium 
on its consolidated claim on EPU (see this News Survey, 
Vol. IV, p. 399), there was a difference in favor of 
Belgium of 3.6 million units which was settled half in 
gold and half in credit. Italy had a deficit of 12.0 mil- 
lion units of which 8.4 million units was settled in gold 
and the remainder by credit. Denmark’s deficit of 21.7 
million units was considerably higher than that for May 
(14.4 million units). Other countries with deficits were 
(in millions of units) : Sweden 8.5, Greece 6.4, France 6.2, 
Portugal 4.1, Norway 0.8, the Netherlands 0.4, and 
Iceland 0.3. 


The agreed reimbursements on outstanding debts were 
made by EPU members at the same time as the June 
settlements were made, and the Union used 130 million 
units of its convertible assets to repay part of the out- 


standing creditor balances (see this News Survey, 
Vol. VII, p. 18). 


Credit Repaid in Gold 
(receiving country, —) 
Credit —_- Credit 
Position Under Position 
After June By bilateral After 
Operations EPU arrangements Repayments 


(In millions of units) 

Austria 712.8 —6.0 —8.5 58.3 
BLEU 217.0 —16.0 148.5 
Denmark —97.6 —_— —87.9 
France —312.0 — —254.0 
Germany 603.8 —70.0 462.8 
Greece —_ — 
Iceland —5.6 — 
Italy —122.3 
Netherlands 206.7 
Norway —89.2 
Portugal 29.6 
Sweden 104.7 
Switzerland 181.4 
Turkey —30.0 
United 

Kingdom -—485.4 
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—386.6 


—130.0 218.2 
—218.2 


1067.7 
—923.8 


Total 1415.9 
+e ——1142.1 


The total of reimbursements in gold made by the 
debtor to the creditor countries under bilateral arrange- 
ments is 218.2 million units (see table). This amount, 
however, does not include the bilateral settlement between 
Germany and Denmark, since the negotiations between 
these two countries have not been completed. It is hoped 
that the payment which will result from this bilateral 
arrangement will be made at the time of the July settle- 
ment operations, i.e., at about the middle of August. Since 
the debtor countries agreed to pay 25 per cent of their 
consolidated debt in gold, with the exception of Italy, 
which agreed to an immediate settlement of 33 per cent, 
the 218.2 million units corresponds to a consolidation 
of balances, amounting to about 800 million units. 
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As a result of the repayments made under bilateral 
arrangements and the repayments made out of the EPU 
convertible resources, the total of debit balances out- 
standing was reduced from 1,142.1 million units to 
923.8 million units, and the total of credit balances out- 
standing was reduced from 1,415.9 million units to 
1,067.7 million units. 


Figures have been announced of the new credit facil- 
ities (rallonges) accorded to debtor countries over and 
above their quotas (see this News Survey, Vol. VII, 
p. 18); deficits falling under these rallonges will be 
settled half in gold and half in credit. The rallonge for 
Denmark will be 11.2 million units; for France, 42.6 mil- 
lion units; Italy, 164.0 million units; Norway, 14.4 mil- 
lion units; and the United Kingdom, 75.2 million units. 
These figures are provisional pending the allocation of 
an additional amount of 12.6 million units. 


Following the settlements described above, the EPU 
gold and convertible assets amounted to 413.6 million 
units, compared with 540.5 million units after the May 
settlement operations. 


Sources: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, July 15, 1954; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 17, 1954. 


U.K. Trade in First Half of 1954 


Total U.K. exports in June—a short working month of 
24 days—were £226.5 million, which was £11.4 million 
less than in May; imports, including a £7 million gift 
of Canadian aircraft, increased by £10.6 million, to 
£291.0 million; and the visible adverse balance rose by 
£22 million, to £64.5 million. The average monthly value 
of exports in the second quarter, at £223.8 million, was 
almost equal to the first quarter’s average of £224.4 mil- 
lion, so that the improvement has only just been main- 
tained. In the last three quarters, the average monthly 
value of exports, although high, was disturbingly stable. 
However, exports in the first six months of this year 
were 7 per cent higher than in the first half of 1953. 
The average monthly value of imports rose by £11 million 
in the second quarter of 1954, to £284.6 million, after a 
long period of stability. Imports in the first half of 
1954 were 1 per cent less than a year earlier. In view 
of the steady growth of U.K. industrial activity, a higher 
level of imports might have been expected. The gradual- 
ness of the rise owes much to favorable terms of trade. 
The average visible trade deficit in the first half of 1954, 
at £46.1 million, was 28 per cent less than in the same 
period of 1953. 


Exports to North America in June fell by £2 million, 
to £23.5 million, the fall occurring entirely in exports to 
Canada. The monthly average for the second quarter was 
10 per cent higher than in the first, but the average for 
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the half year was 12 per cent less than a year earlier. 
In a recent review of economic progress, the Chancel- 
lor of the Exchequer stated that he “had good hope” 
that the U.K. over-all surplus on current account in the 
first half of 1954 would compare favorably with the £68 
million surplus in the first half of 1953. Since U.S. aid 
fell in this period, the figures given above suggest that 
a large part of the improvement may be on visible trade 
account. 
Sources: The Financial Times, July 13, 1954, and The 
Economist, July 17, 1954, London, England. 


French Exchange Control Regulations 


Several modifications of exchange control regulations 
in France are announced in three Exchange Control Office 
notices published in the Journal Officiel of July 11. The 
amount in franc notes or coin that may be taken out of 
France by travelers has been increased from 10,000 to 
20,000 francs. “Foreign accounts in francs” in the 
names of residents of countries in the dollar area as 
defined in the French regulations have been transformed 
into “free franc accounts” which are administered very 
liberally; this measure constitutes a liberalization in 
favor of residents of dollar area countries other than 
the United States or Canada, whose residents had already 
been authorized to operate “free franc accounts.” All 
“foreign accounts in francs” in the names of residents of 


EPU countries and their associated monetary areas have 
been made transferable between themselves. 


“Capital accounts” in the names of residents of dollar 
area countries have been made transferable between 
themselves without prior authorization of the Exchange 
Control Office, as have “capital accounts” in the names 
of residents of the EPU countries and their associated 
monetary areas. These measures tend to increase the 
franc’s external transferability. 


Source: Le Monde, Paris, France, July 13, 1954. 


Liberalization of Capital Movements in Benelux 


The agreement signed on July 8 by the Governments 
of Belgium, Luxembourg, and the Netherlands, and which 
became effective July 16 (see this News Survey, Vol. VII, 
p- 17), re-established the freedom of residents of the 
three countries to mobilize or negotiate capital invest- 
ments throughout the area. Residents of any Benelux 
country may now make new investments in the monetary 
area of another Benelux country in any form that they 
choose, with the exception of investments in securities, 
for which the freedom is limited to Netherlands, Belgium, 
Luxembourg, and Belgian Congo securities denominated 
in guilders or francs. New issues made by residents of 
the Belgium-Luxembourg Economic Union in the Neth- 
erlands market of securities denominated in guilders, and 
participation by Netherlands residents in issues in the 
Belgian market of securities denominated in guilders, 
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continue to require prior approval by the authorities. 
Such approval will also be required for Netherlands 
residents desiring to issue in the Belgian market securi- 
ties denominated in francs, and for the participation by 
BLEU residents in issues in the Netherlands market of 
securities denominated in francs. Furthermore, any loan 
of more than one million guilders (US$263,000) con- 
cluded outside the Stock Exchange and denominated in 
the currency of the creditor’s country will be subject to 
prior approval by the authorities. The negotiation and 
transfer of balances originating in capital transactions 
will be carried out through a free market. Such a market 
will be established in the Netherlands for franc balances 
held on so-called L accounts, whereas the BLEU will adapt 
the already existing free market in guilders for guilder 
balances held on K accounts. The intention of the three 
Governments is to prevent the settlement of capital trans- 
actions from affecting their positions in the European 
Payments Union. At the same time, the Governments 
apparently wish to have the free market rates for L ac- 
count francs and K account guilders related to the rates 
on the official market; therefore, their residents will also 
be permitted to make payment for certain current trans- 
fers, not connected with trade transactions, through the 
free market. In general, therefore, payments between the 
Benelux countries will henceforth be effected as follows: 
(1) merchandise transactions will be settled, as previ- 
ously, through the official market and thus influence the 
EPU position; (2) certain other transfers, such as tour- 
ism, capital earnings, and contractual amortizations, may 
be settled at the option of the parties concerned, through 
the free market or through the official market; and (3) 
capital transactions must be channeled through the free 
market. 

According to the Netherlands regulations, the holding 
of L accounts in Belgium or Luxembourg will be re- 
stricted to authorized banks and stockbrokers. Other 
Netherlands residents will be permitted to hold L account 
francs only through the intermediary of an authorized 
bank or stockbroker domiciled in the Netherlands. How- 
ever, in the BLEU, both banks and individuals will be 
permitted to hold K account guilders directly with a bank 
in the Netherlands. Arbitrage possibilities between the 
rates for K account guilders and L account francs have 
been provided by permitting BLEU residents to buy L 
account francs from Netherlands residents against pay- 
ment in K guilders, and permitting Netherlands resi- 
dents to buy francs for credit to an L account on condi- 
tion that the guilders paid are credited to a K account 
in the name of a Belgian or Luxembourg resident. 

The import and export of securities between the Bene- 
lux countries will, in principle, be free. However, Nether- 
lands securities bought by BLEU residents will not be 
permitted to be re-exported to third countries unless a 
so-called “red certificate” is attached to them. 
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Regulations issued by the BLEU at the time when the 
liberalization of capital movements within Benelux be- 
came effective show that the BLEU intends to make the 
L account facilities available to residents of all EPU 
countries. These regulations, in effect, permit from the 
BLEU side a freedom which goes beyond the scope per- 
mitted by the Netherlands to its residents. Thus, the 
BLEU regulations permit residents of EPU countries who 
hold L account francs to use these francs, e.g., for the 
purchase in the BLEU of any security (Belgian, Luxem- 
bourg, Belgian Congo, and foreign securities), and to 
transfer the L account francs to any other EPU country. 
They permit EPU residents to credit L accounts with the 
proceeds from securities and other investments sold in 
the BLEU, as well as with the proceeds from any foreign 
banknotes or EPU currencies, dividends, interests, and 
profits. The only exceptions to the utilization of L ac- 
counts are that these francs cannot be used for the 
purchase of commodities or of dollars at the official rate. 


Belgian press reports have emphasized that the intro- 
duction of L accounts is an important step toward full 
convertibility of the franc. In particular, these reports 
have pointed to the possibility of converting L account 
francs into “financial dollars” (security dollars) that 
are transacted in Brussels at a premium of less than | per 
cent over the official dollar rate. Furthermore, the Belgian 
newspapers expect that the right to open L accounts will, 
in the near future, be extended to dollar area residents. 
Finally, it has been reported that, provided there are 
no large scale capital movements, the free market rates 
will remain close to the official rates. Therefore it is 
considered likely that, if the free market is in equilibrium, 
the BLEU authorities will gradually integrate the official 
and the free markets. 


Sources: La Libre Belgique, July 7, 1954, and Agence 
Economique et Financiére, July 11, 12, and 13, 
1954, Brussels, Belgium; De Maasbode, Rotter- 
dam, Netherlands, July 12, 1954. 


Greek Economic Developments 


Retail prices in Athens (as measured by the Oikono- 
mikos Tahidromos index), which in April were 0.1 per 
cent higher than in March, showed a slight tendency to 
decline in May and June. In each of these two months, 
retail prices were 0.1 per cent lower than in the preceding 
month. Wholesale prices in the Athens-Piraeus area 
in June were some 0.6 per cent below May, a drop that 
more than offset the increases in the index (compiled by 
the Bank of Greece) in the previous months of 1954. 
Since the devaluation of the drachma on April 9, 1953, 
retail prices have increased by 27.4 per cent, wholesale 
prices by 31.1 per cent, and the cost of living—as meas- 
ured by the Bank of Greece index—by 24.6 per cent. 
The fact that domestic prices have not felt the effect of the 
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10 to 15 per cent net increase in wages and salaries 
authorized after January is explained by the favorable 
general economic conditions and also by seasonal de- 
flationary forces operating in the period from April to 
July (see this News Survey, Vol. VI, p. 297). 

During the first postdevaluation year (April 1953 to 
March 1954), total bank credit expanded by 1,091 mil- 
lion (new) drachmas, or 21 per cent, chiefly because 
of credit extended to industrialists, farmers, and ex- 
porters. Of this new credit extension (which was less 
than the increase in prices and in economic activity), 
only one third, i.e., 323 million (new) drachmas, was 
derived from central bank funds, the balance of 768 mil- 
lion having been financed from commercial bank de- 
posits. These deposits rose after the devaluation more 
rapidly than the note circulation. Government budget 
operations during this period were not an inflationary 
factor, and it is believed that the surplus of 300 million 
(new) drachmas estimated in the current 1953-54 budget 
will be realized. However, the note circulation at the end 
of March was 737 million (new) drachmas, or 31 per cent 
higher than a year before. The monetary expansion oc- 
curred primarily in the second half of 1953, and it was 
caused exclusively by the increase in official exchange 
reserves and by official purchases of wheat of the 1953 
crop, under a price support program. For this year’s 
domestic wheat output, the price support program will 
have to be continued. The Government has taken action 
to minimize the increase in the money supply that the 
official purchases of wheat would involve. The price 
guaranteed to farmers for the 1954 wheat crop is basi- 
cally the same as the price last year (some 3.40 new 
drachmas per oka, which is equal to about 2.80 pounds), 
but payment will be made, as a rule, in two installments 
(the first on delivery of the wheat and the second six 
months later) and steps will be taken to sustain the 
free market price of wheat at around the government- 
guaranteed price. Private traders will be allowed to buy 
wheat from producers, and at the same time flour mills 
will have to be supplied from the free trade and not from 
public stocks. The Government has announced that the 
price of bread will not change. 


Sources: Oikonomikos Tahidromos, Athens, Greece, va- 
rious issues; Atlantis, New York, N. Y., July 4, 
1954. 


Middle East 


Sterling Release for Egypt 


The Bank of England released, on July 9, £10 million 
from Egypt’s blocked sterling balances in conformity with 
the Anglo-Egyptian sterling releases agreement of 1951. 
On May 15, 1954, Egypt’s free sterling balances amounted 
to £28.8 million, and her blocked balances were £157.0 


million. 


30 


The Egyptian Ministry of Finance and Economy on 
July 12 issued a decree authorizing the import of all 
goods from sterling area countries as well as from all 
other countries accepting payment in sterling, except 
those with which payment agreements are in force. 
Settlement will be effected through the sterling import 
entitlement account. In a statement to the press, the 
Under Secretary of State for Commerce and Industry 
said that the release of £10 million from the sterling 
balances and the relaxation of restrictions on imports 
from the sterling area will be important factors in re- 
viving commercial activities in Egypt. 


Sources: Al Ahram, Cairo, Egypt, July 1, 10, and 13, 
1954; The Times, London, England, July 10, 
1954. 


Egyptian Pound Quofations 


The average published premiums in May and June for 
sterling, the U.S. dollar, and the deutsche mark in Cairo 
in the “import entitlement accounts” were as follows: 


May June 
(per cent) 
3.854 3.321 
4.878 3.531 
4.438 4.415 


Sterling 
SIRS oii ne 
Deutsche mark 


The average published quotations for the “export 
pound” in Beirut and Ziirich during the same two 
months were as follows: 


May June 
Beirut (in Lebanese pounds 
per Egyptian pound) 8.71 
Ziirich (in U.S. dollars 
per Egyptian pound) _. 2.63 2.62 


8.749 


Source: Al Ahram, Cairo, Egypt, various issues. 


Israel's Citrus Exports 


During the 1953-54 season which ended in May, 
Israel’s citrus exports reached a record figure at 8.2 mil- 
lion cases, compared with 5.3 million in the previous 
season. Income from these exports amounted to I£9.1 mil- 
lion, an increase of about 50 per cent over last season’s 
earnings. The United Kingdom continued to be Israel’s 
principal customer for citrus, the remainder going to 
Continental Europe and the Scandinavian countries. Of 
Europe’s total citrus purchases, 10 per cent was supplied 
by Israel. The large volume of citrus exports in the 
1953-54 season was due to a good crop in Israel and to 
bad weather conditions in Spain, which influenced that 
country’s citrus exports. 


Hollandsche Bank-Unie N. V., Economisch 
Overzicht, Amsterdam, Netherlands, June 1954. 


Source: 
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Far East 
Indian Capital Issues in 1953 


New capital issues sanctioned in India during 1953 
had a higher average value than in previous years. Al- 
though the number of issues sanctioned (232) was the 
lowest in the last six years, the total amount of capital 
involved was about Rs 814 million (US$170.9 million), 
against Rs 398 million in 1952 and Rs 596 million in 1951. 

Of 272 applications submitted in 1953, 124 industrial 
applications were sanctioned and 7 applications rejected. 
The aggregate amount covered by industrial issues was 
Rs 714 million, while the rejected applications amounted 
to only Rs 47 million and related mostly to bonus shares. 
In the nonindustrial category, 108 applications involving 


FIFTH ANNUAL REPORT ON 
EXCHANGE RESTRICTIONS 


This Report is the fifth in the series prepared in 
accordance with Article XIV of the Fund Agreement. 
The main theme is the progress made in removing 
restrictions during 1953 and the first months of 
1954. The steps taken by such countries as Belgium, 
Germany, the Netherlands, and the United Kingdom 
in removing restrictions are traced, and attention 
is drawn to the reduction of discriminatory re- 
strictions by these and other countries. The Report 
covers developments in multilateral exchange arbi- 
trage in Europe, changes in retention quota prac- 
tices, and developments in trade and payments agree- 
ments. It shows that, while a considerable amount 
of restriction is still exercised by countries through- 
out the world, the progress made by leading trading 
nations in the past year has brought about a con- 
siderable reduction of over-all restriction and that 
this has helped considerably to prepare the way 
for eventual convertibility of currencies. 


The second part of the Report consists of a series 
of country surveys covering the exchange controls 
and restrictions of 46 member countries. (Similar 
surveys for 7 nonmember countries are appended to 
the Report.) These surveys describe the origin and 
essential features of each country’s exchange control 
and give a brief description of the exchange rate 
system, of the authorities which administer the con- 
trols, of special arrangements governing the method 
and currency for settlements with countries, and 
of the operation of the accounts of nonresidents. 
This is followed by an outline of the requirements 
affecting payments for imports, exports, invisibles, 
and capital items, and a chronological listing of the 
more significant changes in exchange practices which 
took place during 1953. 


The Report is available without charge. Requests 
should be addressed to 
The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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capital of Rs 100 million were sanctioned, while 33 
applications amounting to Rs 76 million were rejected. 


The amount sanctioned for capital issues to nonresi- 
dents was Rs 175 million, against Rs 77 million in 1952 
and Rs 150 million in 1951; the United Kingdom ac- 
counted for Rs 163 million of the 1953 total. These 
figures take into account consents given to applications 
made under the Capital Issues Control Act, as well as 
approvals accorded under the Foreign Exchange Regula- 
tion Act. The total amount of foreign capital applied for 
was Rs 205 million, of which applications for Rs 30 mil- 
lion were rejected. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, May 17, 1954. 


Indian Export Promotion Program 


India’s export promotion drive for cotton textiles, 
which was launched recently, will be extended to artificial 
silk fabrics, engineering products, and sports goods with 
a view to stimulating increased exports of these goods 
to Middle Eastern and Southeast Asian countries. The 
Government of India is taking advantage of the provi- 
sions of the Sea Customs Act, as amended, to promote 
exports of manufactured products by granting rebates 
of duty paid on imported raw materials and component 
parts. The drawback scheme for cotton textiles is already 
in operation, while that in respect of artificial silk goods 
is being organized. 


Source: The Times of India, Bombay, India, July 14, 
1954. - 


Bank of Thailand to Buy Foreign Exchange 


The Bank of Thailand has announced its intention 
to buy telegraphic transfer sterling and U.S. dollar ex- 
change from the commercial banks at rates that the 
Bank of Thailand may determine. 


Source: Bank of Thailand, Notice to Commercial Banks, 
No. Thor/Por/Dor 9/54, Bangkok, Thailand, 
June 14, 1954. 


UN Special Procurements in Japan 


The value of UN special procurements in Japan during 
the 12 months ended June 27, 1954 (the fourth year since 
the outbreak of the Korean war) was $249.4 million, a 
decline of 48 per cent from the peak figure of $479.4 
million reached in the preceding 12 months. The total 
value of UN special procurements in the four years since 
the outbreak of the Korean war was $1,386.4 million. 


Source: The Nippon Times, Tokyo, Japan, July 2, 1954. 


Export-Import Bank Loan to Philippines 


The Export-Import Bank of Washington has announced 
the establishment of individual lines of credit aggregating 
US$3.75 million to five Philippine banking institutions. 
The transaction is the first of its kind for the Bank. The 
credit lines were established under a general authoriza- 
tion of $5 million (see this News Survey, Vol. VI, 
p. 347); the remaining $1.25 million may be allocated 
subsequently as circumstances may require. 


The credit lines will enable the banks to assist small 
Philippine businesses to purchase U.S. machinery, equip- 
Individual 
loans under each line of credit will be made only upon 
approval of the Central Bank of the Philippines. Any 
loan in excess of $100,000 must also be approved by the 
Export-Import Bank. In every instance, an assurance will 
be provided by the Central Bank that the funds will be 
used to purchase U.S. machinery, materials, or services; 
that the credit will be utilized to assist industrial or 
agricultural production which will contribute to the 
economic development of the Philippines; and that the 
terms of the individual credits are appropriate to the 
purposes to be served. 


ment, construction materials, and services. 


Repayments of each loan by the Philippine banks 
to the Export-Import Bank will be in semiannual install- 
ments over a period appropriate to the purpose of the 
loan; the period, however, will not exceed 10 years from 
the date of advances under the loan. Interest on the 
principal balances outstanding from time to time will 
also be paid to the Export-Import Bank semiannually at 
the rate of 4 per cent per annum. The Central Bank 
will provide assurances that dollar exchange will be made 
available for payments of principal and interest to the 
Export-Import Bank. 

Some of the advantages of this financing technique, 
according to the Export-Import Bank, are that it utilizes 
the practical knowledge of the commercial banks in 
respect to the specific credit needs and prospects of the 
foreign enterprises concerned; it permits the extension 
of U.S. loan assistance to the smaller Philippine enter- 
prises; and it provides dollar financing for a variety of 
U.S. exports for which financing would not otherwise 
be available. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., July 6, 1954. 


Extension of Philippine Trade Act 


The trade agreement between the United States and 
the Philippines known as the Bell Trade Act of 1946 
has been extended to January 1, 1956. Proclamations 
to put into effect the 18-month extension of the agreement, 
which covers, among other things, reciprocal duty-free 
trade relations between the two countries, were signed 
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by President Eisenhower on July 10, 1954 and by Presi- 
dent Magsaysay on July 12, 1954. The Bell Trade Act 
was to have terminated on July 1, 1954. The extension 
paves the way for consultations, which are expected to 
begin soon, between the representatives of the U.S. and 
Philippine Governments on possible revisions of the 
trade agreement. 


Sources: Philippine Association, Philippine Newsletter, 
New York, N. Y., July 6 and 14, 1954. 


United States and Canada 


U.S. Industrial Production 


The Board of Governors of the Federal Reserve System 
has reported that U.S. industrial production rose almost 
1 per cent in June. The rise was normal for the month, 
with the result that the seasonally adjusted index remained 
at the May level of 124 per cent of the 1947-49 average. 
Increases were reported for steel, television, and furniture 
output. Total production of major household goods by 
June had recovered nearly one half of the decline since 
mid-1953. Output of automobiles and of military equip- 
ment fell during the month. Total production in June 
was 9 per cent below that in June 1953. 


Source: The Journal of Commerce, New York, N. Y., 
July 16, 1954. 


U.S. Crop Production 


In its first estimate of 1954 farm output, the U.S. De- 
partment of Agriculture indicates that the volume is 
likely to be 102 per cent of the 1947-49 base period, and 
the fourth largest output on record. While acreage is 
slightly smaller than last year, weather and insect losses 
have been less, and yields per acre are expected to set 
a new record. The only declines from a year ago are 
indicated for wheat and cotton, largely as a result of 
acreage restrictions. While restrictions were placed on 
corn production in the corn belt, growers outside the 
belt increased their production, with the result that total 
corn output may exceed that of a year ago. Land diverted 
from wheat, cotton, and corn as a result of acreage re- 
strictions has been planted to other crops (e.g., soybeans, 
grain sorghums, rye, oats, barley, rice, and sugar beets) , 
and production of these latter crops is expected to reach 
record figures this year. 


Source: The Wall Street Journal, New York, N. Y., 
July 12, 1954. 


Canadian Trade and Financial Discussions 


Problems of valuing Canadian imports of Czechoslovak 
goods were recently discussed in Ottawa by a delegation 
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from Czechoslovakia. The discussion was held at the 
request of the Czechoslovak Government, which had ex- 
pressed concern over the special valuation procedures 
applied by Canadian customs authorities because of in- 
adequate information for verifying declared values. Ar- 
rangements were worked out for verification of future 
import values. In addition, the discussion led to arrange- 
ments that are expected to result in the repayment of 
$10.6 million on account of a Canadian loan extended to 
Czechoslovakia under the Export Credit Agreement of 
1945. Opportunities for expanding the volume of trade 


between Canada and Czechoslovakia were also explored. 


Source: Department of Trade and Commerce, Press 


Release, Ottawa, Canada, July 6, 1954. 


Canadian Wheat Price 


Canada’s Minister of Trade has announced that the 
Wheat Board’s initial payment on this year’s crop will be 
Can$1.40 per bushel for No. 1 Northern wheat in store 
at Fort William or Port Arthur. The price is the same 
as during the past four years. The decision not to lower 
the price despite record stocks of wheat results from 
the belief that the world price will not fall appreciably 
below its present level of US$1.72 per bushel and from 
the expectation that this year’s crop will be of average 
yield. 

Source: The Globe and Mail, Toronto, Canada, July 17, 
1954. 


Corrigendum 


Vol. VI, No. 48, June 11, 1954, p. 382, item “U.K.- 
German Agreement on Export Incentives:” The second 
sentence should read “Under the German law, which 
expires at the end of 1955... .” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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